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frecial Essistant, DDA
Chief, Adminictrative Lewv Livicion, OGC

FROM: STAT
Lecislation Division
Cffice of Congressional Affairs

SUBJECT: Exemption of Federal Retirement Cost of

Living Allowances (COLA) from Granm-Rudmar.
Sequestration Procedures

1. The Chazirmar of the Eouse Covernment Cperations
Committee has rcquested in the attached letter (Tab A) thet
the Director provide his Conmittee with the Agency's views on
E.R. 4025, & bill that would exempt federal retirement cost of
living allowances from the Gramm-Rudmar sequestration
procedures. I have also attached for your review at Tab P
a copy of H.R. 4025, and at Tab C pertinent portions of the
Palanced Budoet and Fmercency Deficit Control Act of 1985,
commonly referred to as Gramm-Rudman.

2. As you may know, Gramm-Rudman makes cost of living
allowances otherwise payable to participants in various federal
retirement systems subject to the sequestration procedures of
Gramm-Rudman. The secuestration order is the mechanism by
whicl the President can reduce the budget deficit by cancelling
the authority to spend money previously authorized. Under
section 257 c¢f Cramm-Rucman, cost of living allowances for
perticipants in the Civil fervice Retirement Syster or CIARDS
- are concidered "automatic spendinc ircreases." Subsection 2852
(a) (6) (C) of Gramm-Fudman provides that automatic spending
increases shall be cuspended when the President issues his
sequestration order, 1f the sequestration order provides that
th= automatic spending increacse be reduced to zero, then the
increase rreviously suspended shall be cancelled.
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3. H.R. 4025 would amend Gramm-Rudman so that the cost
of living allowances for various retirement systems (including
Civil Service Retirement and Disability System and CIARDS)
would not be considered "automatic spending increases" subject
to the sequestration process. H.R. 4025 is not the only bill
on this subject. H.R. 4017 (copy with accompanying floor
statement attached at Tab D) and H.R. 4057 (not yet printed)
seek to do generally the same thing. At present, it is not
clear whether the Congress will act on any of these bills,
Developments will likely turn on larger issues related to
Gramm-Rudman.

4. The Agency's final response to Chairman Brooks will
have to be cleared through the Office of Management and Budget
(OMB). Given the tremendous budget constraints imposed by
Gramm-Rudman on the Administration, it is not likely that OMB
would support legislation allowing for a cost of living
allowance for participants in various federal retirement
systems or "clear" a views letter which supports such
legislation.,

5. We would appreciate receiving your comments by
7 February 1986 on H.R. 4025 so that we can prepare an
appropriate response to Chairman Brooks. If you have any
questions regarding this matter, please do not hesitate to
contact me at ext. 6126.

Attachments as STAT
stated
Distribution:
Original - Addressee(s)
1 - D/OCA
1l - EXO
1 - OCA Chrono
1 - OCA/LEG Subject
1 - DMP/Sianer
STAT OCA/LEC (3 February 1986)
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MATTHEW G MART'NEZ CAUFORNIA

Executive Rxgistry

86- 0386X

The Honorable William J. Casey
Director

Central Inteliigence Agency
washington, D0.C. 20505

The committee herewith submits to you the enclosed
bill, HRe o e s Upon whica the committeo
would eppreciate a proopt report, tcgether with such

comment &5 you may desire to make.

Will you kindly transmit your reply in triplicate.

Respectfully,

Frorta_

Chairzan.

Enclosure.
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2
1 redesignating subsection (i) as subsection (j), and by inserting
2 after subsection (h) the following new subsection:
3 “() FEDERAL RETIREMENT aND DisaBiLity Pro-

4 Gravs.—Inereases in henefits pavable under the following

D prosrianis

6 “Central Intellivence Agenev retirement and die-
N ability sviten fund (H6-35400-0-1-054):
8 “Civil service retirement and disability fund (24-
9 8135-0-7-602):
10} “Compiroliers general Tetirement svstem 00—
11 D107 0101
12 “Foreign service retirement and disability fund
13 (19-R1X6-0-7-602):
14 “Judicial survivors' annuities fund (10-8110-0—
15 T-602);
16 “Miitary retirement fund (97-8097-0-7-602).
17 “National Oceanic and Atmospheric Administra-
18 tion retirement (13-1450-0-1-306):
16 “Railroad retirement tier IT (80-R0711 202726507 -
260 “Retired puv, Coust Guard (69-0241-0-1-303).
2 CRetrenient pavoand needical henefits tor comoniee
2 wwoned officers, Public Health Service IS S IR YR T
23 DO1);
24 “Special benefits, Federal Employees’ Compensu-
25 tion Act (16-1521-0-1-600): and

ofiR 402; B
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3
] “Tax Court judges survivors annuity fund (23-
z S115H-0-T-602);
mcluding benefits pavable by reason of section 1005(d) of

)

niie 290 United States Code, shall not be considered ‘auto-
Cene spending incresses” for purposes of this tith and ne
Coleetion i any el inerease orin any o the henetee -
coved shall be made under anvoorder issued under 1l
S part.’.

' (h) CONFORMING AMENDMENTS, —

(1) Rection 25500 of such Act (as redesignated by

stheection @ of i secton) is amended v srihine

i eut erand 07 and inserting i liew thereot (.
| thy, and ()"
4 (20 The list of programs contained in subpara-

graph (A) of section 257(1) of such Act is amended by

N striking out the items relating to the following pro-
17 grams:
18 “Central Intelligence Agency retirement and
14 disability svstem fund (56-3400-0-1-051),
Z O service retirement and disahiliny tund
ol (24-=135-0-T-602),
ol SComptroilers genera! retineonom SVa el
iy (OH-0107-0-1-501).
24 “Foreign service retirement and disability
20 fund (19-8186-0-7-602);

®4R 4025 IH

‘. .
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H.J.Res. 372—39

- g‘pon receipt i tn t(}xe Senate and the House of Rlsepressntatnaes
e message (and any accompanying proposals made under
subsection (c)) shall be referrecfan all committees with jurisdic-
tlon over programs, projects, and activities affected by the

8 25 &@4) (6)  EFFECTIVE DATE OF INITIAL ORDER.—
(A) FiscAL YEAR 1986.—The order issued by the President
under paragraph (1) with respect to the fiscal year 1986
shall be effective as of March 1, 1986.
(B) FiscAL YEARS 1987-1991.—The order issued by the
President under paragraph (1) with respect to the fiscal
year 1987 or an, subseg:g:]t fiscal year shall be effective as

of October 1 of such year (and the President shall
withhold from obhgatnon as provided in paragraph (4),
pending the issuance of order under subsection (b),

any amounts that are to be sequestered or reduced under
such order).
(C) TREATMENT OF AUTOMATIC SPENDING INCREASES.—

(i) Fiscar vYEAr 1986.—Notwithstanding any other
provision of law, any automatic spending increase that
would (but for this clause] be ilrst paid during the
period begmnmg with the date of the enactment of this
Joint resolution and ending with the effective date of an
order issued by the President under e(raragraph (1) for
the fiscal year 1986 shall be suspended until such order
becomes effective, andthe amounts that would other-
wise be expended during such period with respect to
such increases shall be withheld. If such order pro
that automatic spending increases s uced to
zero during suc ear, the increases suspended
pursuant g—: the ?&E&ﬁ seniEnce‘md"any Tegal
rights thereto s such
ofder provides for ent of automatic 5 nding
increases during such gzcal year in amounts that are
less than would have been paid but for such order, or
provides for the payment of the full amount of such
increases, the increases suspended pursuant to such
sentence shall be restored to the extent necessary to
pay such reduced or full increases. and lump-sum pay-
ments in the amounts necessa ay such reduced or
full increases shall be made, '3; lfe period for which
such increases were suspended pursuant to this clause.

(ii) FiscAL YEARS 1987-1991.—Notwithstanding any
other provision of law, any automatic spending in-
crease that would (but for this clause) be first paid
during the period beginning with the first day of such
fiscal year and ending with the date on which a final
order is issued pursuant to subsection (b) shall be sus-
pended until such final order becomes effective, and
the amounts that would otherwise be expended during
such period with respect to such increases shall be
withheld. If such final order provides that automatic
spending increases shall be reduced to zero during such
fiscal year, the increases suspended pursuant to the
g;eced'mg sentence and an{f legal rights thereto shall

permanently cancelled. If such final order provides
for the payment of automatic spending increases

——— b et oo e -y E
e a———
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H.J.Res.372—40

during such fiscal year in amounts that are less than
would have been paid but for such final order, or
provides for the payment of the full amount of such
Increases, the increases suspended pursuant to such
sentence shall be restored to the extent necessary to
pay such reduced or full increases, and lunp-sum pay-
ments in the amounts hecessary to pay such reduced or
full increases shall be made, for the period for which
such increases were suspended pursuant to this clause.

(iii) PROHIBITION AGAINST RECOUPMENT.—Notwith-
standing clauses (i) and (ii), if an amount required by
either such clause to be withheld is paid, no
recoupment shall be made against an individual to
whom payment was made.

(iv) EFFECT OF LUMP-SUM PAYMENTS ON NEEDS-RELATED
PROGRAMS.—Lump-sum payments made under the last
sentence of clause (i) or clause (ii) shall not be consid-
ered as income or resources or otherwise taken into
account in determining the eligibility of any individual
for aid, assistance, or benefits under any Federal or
federally-assisted program which conditions such eligi-
bility to any extent upon the income or resources of
such individual or his or her family or household, or in
determining the amount or duration of such aid, assist-
ance, or benefits.

(D) SPECIAL RULES FOR FISCAL YEAR 1986.—(i) For purposes
of applying this section and section 251 with respect to the
fiscal year 1986—

(D) the order issued by the President under paragraph
(1) of this subsection shall be considered the final order
of the President under this section; and

(II) the Committees on Appropriations of the House
of Representatives and the Senate may, after consulta-
tion with each other, define the term “program,
project, and activity”, and report to their respective
Houses, with respect to matters within their jurisdic-
tion, and the order issued by the President shall seques-
ter funds in accordance with such definition.

(i) If the Comptroller General declares in the report
issued under section 251(b) for fiscal year 1986 that as a
result of laws enacted and regulations promulgated after
the date of the enactment of this joint resolution and prior
to the issuance of such report the excess deficit for the fiscal
Yyear (adjusted in accordance with section 251(aX3XAXii) has
been eliminated, the order issued under this subsection for
the fiscal year shall so state (and shall make available for
obligation and expenditure any amounts withheld pursuant
to subparagraph (CXi) of this paragraph).

(iii) The order issued by the President under paragraph
(1) with respect to fiscal year 1986 shall be modified before
the effective date for such order prescribed under subpara-
graph (A) to include in the order the changes in budget
authority and unobligated balances, and related changes in
outlay reductions, authorized for such fiscal year under
section 251(dX3XDXii).

(b) IssuANCE OF FINAL ORDER.—

e
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H.J.Res. 372—56

tracts in major functiona) category 050 which exist at the time
the order involved is issued under section 252.

SEC. 257. DEFINITIONS,
For pu of this title:

(1) The term “automatic spending increase” (ex cept as other-
wise provided in 1008 255 and 256) means—

(A) increases in budget outlays due to changes in indexes
in the following Federal programs:
Black lung benefits (20—8144—0—7-601);
.. Central Intelligence acy retirement and disabil-
i m 2

07, bpoService retirement and disability fund (24-8135-
602 ————ent and disability fund (24§

] ggﬁzpt'rollexs general retirement system (05-0107-0-

Foreign service retirement and disability fund (19-
8186-0-7-602);
Judicial survivors’ annuities fund (10-8110-0-7-602);
. ngshoremen’s ‘angd harborworkers’ compensation
benefits (16-9971-0-7-601);
ilitary retirement fund (97-8097-0-7-602);
National Oceanic and Atmospheric Administration
retirement (13-1450—0-1—306);
Pensions for former Presidents (47-0105-0-1-802);
ilroad retirement tier IT (60-801 1-0-7-601);
Retired pay, Coast Guard (69-0241-0—1—403);
tirement pay and medical benefits for commis-
gisolx;ed officers, Public Health Service (75-0379-0-1-
Special benefits, Federal Employees’ Compensation
Act (16-1521-0-1-600);
Special benefits for disabled coal miners (75-0409-0-
1-601); and
Tax Court judges survivors annuity fund (23-8115-0-
7-602); and
(B) increases in budget outlays due to changes in indexes
in the following Federal prozgrams:
National Wool Act (12-4336-0-3-351);
Special milk program (12-3502-0-1-605); and
F Voca}ior;la] rehag‘iilitation (91-0301—?—3};306). . 3

Or purposes of the prec ing provisions o is paragraph, t
programs are identified by the designated budget account -
identification code numbers set forth in the Budget of the
United States Government, 1986—Appendix.

(2) The terms “budget outlays” and “budget authority” have
the meaning given to such terms in sections 3(1) and 3(2),
respectively, of the Congressional Budget and Impoundment
Control Act of 1974,

) The term “concurrent resolution on the budget” has the
meaning given to such term in section 3(4) of the Congressional
Budget and Impoundment Control Act of 1974.

(4) The term “deficit” has the meaning given to such term in
section 3(6) of the Congressional Budget and Impoundment
Control Act of 1974. id-

(5) The term “maximum deficit amount”, with respect to any
fiscal year, means the maximum deficit amount for such fiscal
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January 21, 1986

terms of meeting the requirements
that Gramm-Rudman has imposed.

One other thing that I think we
ought to be aware of, and that is that
we are going to have to look bill-by-
bill, program-by-program, as things
come on this floor as to whether or
not they fit with the law that we have
now imposed upon ourselves. I think
that we should have an enforcement
policy. I think that the Members will
find that there will be an enforcement
policy in effect on the House floor,
that as we get an authorization bill
out here, as we get appropriation bills
out here, that we are going to examine
each one of them and find out wheth-
er or not they comply with the goal of
meeting a balanced budget.

Should we be enacting a new spend-
ing programs at a time when we are
trying to balance the budget? Should
we be raising the levels of spending in
programs when we are trying to bal-
ance the budget? Those are questions
that need to be asked on this floor
day-after-day, on bill-after-bill, on pro-
gram-after-program. I think that the
Members ought to be required to vote
along the way on some of that when
what they are proposing is a change.

We need to balance the budget: we
need to start doing it with everything
we do in the House.

The SPEAKER pro tempore. ‘Under
a previous order of the House, the gen-
tleman from Florida [Mr. Mica] is rec-
ognized for 5 minutes.

[Mr. MICA addressed the House. His
remarks will appear hereafter in the
Extensions of Remarks.)

TRIBUTE TO ED POLEN

The SPEAKER pro tempore. Under
a previous order of the House, the gen-
tleman from Illinois [Mr. ANNUNzIO] is
recognized for 5§ minutes.

Mr. ANNUNZIO. Mr. Speaker, | take this op-
portunity to pay tribute to Mr. Edward P.
“Penn” Polen, of Ashburn, VA, who passed
away on December 21, 1985. This came as a
shock to me, and to Mr. Polen’s many friends
among both Members and staff of the House.
Since his death occurred during the recess
period, | know that no everyone in the Hill
community is aware of his sudden passing.

Ed. as he was known to his friends and as-
sociates, was a longtime employee ot the
Office of the Clerk—42 years and 1 month, to
be exact. He was a tireless worker and one of
the most loyal staff members in the House of
Representatives. He was highly respected by
many in this Chamber whom he has assisted
over the years. At 60 years of age, Ed Polen
was assistant chief of the property supply and
repair service when he died suddenly of a
heart attack last month at Loudoun Memorial
Hospitat.

Ed's tenure in the House and in the Office
of the Clerk began on November 15, 1943,
when he was hired by then Clerk, the Honora-
ble South Trimble, to work as a helper in the
Property Supply Office. Since that date, Ed
Polen served in the same office in a number
of positions ranging from helper to assistant
finisher, to assistant upholsterer, to uphoisterer,

o wan
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to assistant chief. He had been that office's
assistant chief since September 1967. in
every position throughout Ed's long career, he
was consistently one of the most dedicated of
all our employees, constantly devoting all of
his energy to further the mission of the Clerk's
Office and the interests of the House.

Ed was an organizer of the Congressional
Federal Credit Union and received a Distin-
guished Service Award from the Doorman's
Society of the House of Representatives in
1977. In 1980, he received an award for “Dis-
tinguished Service to the Congress of the
United States, Its Members and Their Staffs.”
In addition, he received many letters of thanks
and commendation from Members of Con-
gress.

Working as he had under five different
Clerks: Messrs. South Trimble, Ralph Roberts,
W. Pat Jennings, Ted Henshaw, and Benjamin
J. Guthrie, the Office of the Clerk and the
House had grown to depend on Ed's wealth
of knowledge and expertise. His familiarity
with property management, his historical per-
spective, and his downright good judgment
were invaluable assets to this institution.

Ed was a lifelong Ashburn resident, a dairy
farmer, and active in Loudoun County civic,
community, and church work. A devoted
father and Husband, Ed is survived by his
wife, Barbara C. Polen; daughters, Debra P.
Campbell and Dale P. Myers; brothers, Clay-
ton and Robert Polen, and three grandchil-
dren, Frances Campbell and John and Sarah

-Myers. Qur ‘prayers, sympathy, and. lova Qo

out to this family and friends at this time of

SOfTow., i\{\ qC\ ‘ 7

LEGISLATION INTRODUCED TO
CORRECT SERIOUS FLAW IN
GRAMM - RUDMAN - HOLLINGS
BALANCED BUDGET AND
EMERGENCY DEFICIT CON-
TROL ACT OF 1985

The SPEAKER pro tempore (Mr.
Mazzorn). Under a previous order of
the House, the gentleman from Flori-
da [Mr. HurTo) is recognized for 5
minutes.

Mr. HUTTO. Mr. Speaker, I am in-
troducing today on behalf of Mr.
Parris and myself a bill that will help
correct a serious flaw in the Gramm-
Rudman-Hollings Balanced Budget
and Emergency Deficit Control Act of
1985. My bill will amend the act to
except from the definition of automat-
ic spending increase those portions of
certain Federal retirement and disabil-
ity programs relating to lower pay cat-
egories.

Basically, my amendment would pro-
vide a cost-of-living adjustment
{COLAJ for the first $12,000 of a re-
cipient's retirement and pension pay.
This would eliminate an
against our military and civil service
retirees and Survivor Benefit Program
recipients by exempting from the
Gramm-Rudman cuts the first $12,000
of each participant’s benefits. This
would effectively restore COLA's for
those in low-paying categories mean-
ing those receiving less than $12,000 a
year in retirement pay/pensions. The
$12,000 would also be increased by the

inequity |

H11

percent change in the Consumer Price
Index for each succeeding year.

- While I was 1 of 271 House Members
that voted for the Gramm-Rudman
bill, I did s0 not because I thought it
was the best way, but only because:
First, our national debt is over $2 tril-
lion and this debt is costing us $137.4
billion a year just in interest—that's
17.4 cents out of every dollar of reve-
nue Americans contribute to the Fed-
eral Government-—second, my con-
stituents continually ask me to do
something about this deficit; and
third, because it is our Nation's most
pressing problem and one of my great-
est concerns.

However, the conferees, in drafting
the Gramm-Rudman bill for our con-
sideration, must have reasoned that
Social Security recipients and veterans
should be exempted from the auto-
matic cuts because they are on a small
fixed income. Well, we have a lot of
Federal and military retirees and SBP
recipients in the same boat—and they
shouldn’t be discriminated against. I
contend that it is unfair to exempt
Social Security recipients and veterans
compensation and benefits from the
Gramm-Rudman measure when Fed-
eral military and civilan retirees and
SBP recipients must face reductions.
Military retirees are veterang, too, and
deseérve the same COLA other veter-
ans receive,

I believe most retirees would have
accepted the COLA cut, if everybody
got cut. While I would prefer a total
restoration of the promised 3.1 per-
cent COLA for fiscal year 1986, and
plan to support any legislation that
would do so, I believe my bill is a real-
istic alternative, both politically and
fiscally.

The $12.000 exemption point would
provide equitable protection for mili-
tary and civil service retirees and the
Survivor Benefit Program recipients.
This would include 68 percent of the
military retirees, 52 percent of the
civil service retirees, and 100 percent
of the SBP recipients.

To help put this in better perspec-
tive, let me share some cogent facts.
Of the nearly 20 million units—cou-
ples and singles—-receiving Social Se-
curity, 99 percent in ages 62 to 64 and
94 percent over age 65 receive less
than $12.000 a year. A couple receives
an average annual income of $9,500
and a single person, $5,200. The veter-

tan averages about $3,600 with about
190 percent receiving less than $12.000,

I urge my colleagues to support this
bill.

L—

The SPEAKER pro tempore. Under
a previous order of the House, the gen-
tleman from Pennsylvania [Mr.
CoUGHLIN] is recognized for 5§ minutes.

[Mr. COUGHLIN addressed the
House. His remarks will appear hereaf-
ter in the Extensions of Remarks.]
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To amend the Balanced Budget and Emergeney Deficit Control Act of 1955 10
except frone the definition of suronmaric spending inerease those portions of
certuin: Federal retirement and disahilinn programe relating 1o Jower i
Clegories,

IN THE HOUSE OF REPRESENTATIVES

JANUARY 21, 1986
Mro HeTTo (or himselt and My Parrist introduced the following bill: which wa-
referred to the Conanittee o1 Government Operations

A BILL

To amend the Balanced Budget and Emergency Deficit Control
Act of 1985 to except from the definition of automatic
spending increase those portions of certain Federal retire-

ment and disability programs relating to lower pay catego-
ries.
1 Be it enacted by the Senate and House of Representa-
2 twves of the United States of America in Congress assembled,
3 SECTION 1. AUTOMATIC SPENDING INCREASES.
4 Section 257 of the Balanced Budget and Emergency
5 Deficit Control Act of 1985 is amended—

6 (1) in paragraph (1)}(A) by inserting “except as

-1

provided in paragraph (9),” before “‘increases’’; and
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16

18
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20

2

(2) by inserting at the end thereof the following
new paragraph:

“(9(A) For fiscal vear 1986, increases in budget
outlave due to changes in indexes in the Federal pro-
grams referred to in paragraph (10A) with respect to
the first $12,000 of each participant’s benefits under
any such program shall not be treated as an ‘auton:atic
spending increase’ for purposes of this title.

“(BXi) For fiscal vears 1987 through 1991, in-
creases in hudget outlavs due to changes in imdexes 1
the Federal programs referred to In paragraph (160
\i‘itli .respect’ 't.oyéh én%oum équal. to thf 'firsi '$‘1:2,.0'Oz() of
each participant’s benefits under any such program. as
increased by the percent change in the price index for
the base quarter of such vear over the price index for
the base quarter of the preceding vear (adjusted to the
nearest 1/10 of 1 percent), shall not be treated as an
‘automatic spending increase’ for purposes of this title.

“(ii) As used in this subparagraph—

“(I) the term ‘base quarter’, as used with re-
spect to @ vear, means the calendar quarter
ending on June 50 of such vear: and

“(ID) the term ‘price index” means the Con-

sumer Price Index (all items—TUnited States city

ofR 4017 W
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3
1 average) published monthly by the Bureau of
2 Labor Statistics.”.
3 SEC. 2. EXEMPTIONS.
4 Section 255 of the Balanced Budget and Emergency

5 Deficit Control Act of 1955 is amended by inserting at the

6 end thereof the following new subsection:

0 (i) Increases in that portion of henefits payable under
Federal programs referred to in section 257(1%(A) to the

8
9 extent covered by section 257(9) shall not be considered

—_

10 “automatic spending increases’ for purposes of this title; and

11 no reduction in any such increase or m any of the benefits

19 involved shall bé made “under any“order isttied under this:.

13 part.”.
@)

o!tiR 1017 IH
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